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SOVIET ECONOMY

1. Soviet economic development is dominated by obseasion

with rapid growth of beavy industry. A large part of reason

for this is their desire for strong military posture which is

made possible by continuing emphasis on investment at the

expense of consumption.

&

¥e estimate that 23% of Soviet gross national
product, equivalent to approximately 27 billions
of dollars, goes ﬁiractly into capital iavest-
ment-~the base for expansion of future military
capabilities. Omnly 13% of our own gross national
product is used for capital 1nvestnan§ PUrposes.
The Soviet forced draft expansion of heavy industry
is reflected in their low level of consumption and

resuliant low standard of living.

1. About 60% of Soviet gross national product,

squivalent to 33 billions of dollars, is

devoted to consumption. 1In the United States
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consumption accounts for €8%, equivalent to
240 billions of dollars or mearly five times
that of the USSR.
€. Thus slthough the proportion of Soviet product
allocated to direct military expenditures is
about the same as in the U.8. (12%), the Soviets
are investing more of their output in the means
of atlitary production tﬁan any other country.

3. Beuce before discussing the ecomomic, industrisl asd
scientific position of the Soviet Union, 1 propose to discuss
vhat we believe its military posture to be.

3. The Soviet Bloc implacably believes in eventual
triomph of international communism. It expects and hopes to
achi&ya this end without ;lsiahal war but feels it must be
prepared for war if other means fﬁil or if it should be

attacked.
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4. Soviet position due to their fear that global war,
while it might destroy theletgitalist system and eventuslly
iead to a communist world, aight also bring about their own
destruction and quite different group of men would rise Irom
ashes of a global struggle.

5. Therefore, estimate the Soviets will probably try
to avoid global war for the immediate future for this and
other reasons.

8., #t the present time and pending the development
of sn effective loug-range bomber force, or long-
range guided missiles, they are not assured of
being able to destroy the American industrial base
and our retaliatory power and hence win out in
the long run.

b. At the present time they are somevhat behind us
in the nuclgnr race and probably do not have ¥R
sn adeguate nuclear stockpile for global war

purposes. ?hef do, however, probably have &
3
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stockpile which, if surprise were ac;;evad, could
effect dévnstating damage,

c. They wseem to feel a general military inferiority
to the United States except in ground forces and
possibly in guided missile development.

d. The 3oviet consider themselves as appreciably
encircled by American overseas bases anﬁ that
we have, unless they can meutralize these bases, a
more effective ju:piag off point to attack them
then they have to atttck:ua.A

€. I conclude that over the next decade they will continue
to devote of their gross national product every ocunce of
strength which they think their pedple will siand té heavy
industrial development--the basis for military streagth ia

even more distant decades.

a. They will give lip service to the increase of
consumer goods, although not so recklessly as
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during the Malenkov regime.

b. 1It im clear from thaqnqv 8ixth Five-Year Plan
that the real priority of heavy industry will
remain unchanged for some time.

7. We will, therefore, probably Bave a situation during
the next decade o# a good part of 4t where the Soviet Union
will continﬁe to devote as they do today about 35% of their
gross national product to military ends or to capital investment.

8. This means emphasis on heavy industry, atomic
weapons, aviation, gulded missiles, and ?c!ataﬂ
fields of electronics, etc.

b, V¥here do they staad in this situation today?
Have here chart showing their industrial
production as compared im billions of dollars
to the United States. (See chart)

8, Euring~qua§ter of century since Stalin consolidated
power position in 1938, USSR has risen from relatively
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undeveloped country to second largest economy in the world.

. T;iﬂ growth particularly remarkable considering
destructive effects World ?tr II.

b. It bas involved transfer of millions of workers
from agriculture to urban occupations paralleled
by prodigious efforts to educate them in modern
skills and technology.

¢. The Soviets have diverted an unusually large
portion of total national product to investment—-
one and & half times that of U.S.A. The result
Bas heen:

1. T¥iile égpital goods cutput was raised ten-
fold, agricultural production failed to
match growth in population.

2. Planned goals for heavy industry have usually
been reached or iurptssed thiia modest goals
for consumer goods have been chronically

unfulfilled,
8 -
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$. As indicated above, total ocutput of USSR now iz one-
third of U.3.A. but about 1.75 that of U.K. However, USSR
' production of capital goods far larger proportion of total
nﬁtion;i product thga'!or U.8.A.

. Yor example, USSR production of cozl almost
squals that of U.B.A. vﬁile the number of mmachine
tools préduced exceedn slightly that of U.8.A.

Its output of automobiles less that 5} of ours.

10. 8ixth Five-Year Plan 1556-1880 follows traéitional
Soviet line of heavy industrial output which will bring Soviet
industrial production in 1860 to nearly 2/8 of U.3.A. as againat
1/8 in 1930,

&. Xlectronic output--largely a military item
particularly for guided missiles--will be tripled
or guadrupled. In field of smpecial heat resistant
slloys where Sovietis have done much fundamental
reaearch & six-fold iancrease in produciion
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contemplated.

k. (Ser attached sheet for comparison of present
capital goods and consumer goods production in
certain key fields.)

11. I have read with interest your publication Resources

of the World, As applied to the Soviet Union, the problem of

food availability sppears to be more difficult of sclution
than those of raw materiasl, emergy resource, and technical
manpower scarcities.
8. Both historical review and current anslysis of
Soviet economic policy disclose greater success
and determination ia coping with the latter three
problems than with that of adequacy and variety
of diet.
12. In thelr struggle to provide an adequate and varied
diet the Soviets have inaugursted their “new lande™ program
o increase grain supplies. Whether or not this yrq:rza will
in the long run be the hoped for success remains a bhig question.

8
Approved For Release 2000/09/01 : CIA-RDP71T00730R000100010044-3




Approved For Relgase 2000/09/01 : CIA-RDP71T00¥30R000100010044-3
The lack of adequate rainfall makes success doubtful,
a. Soviet land resources are not unlimited as pointed
a? by the experience encountered this year in
seeding areas to graia that are even now being
abandoned to return to grass.
b. The increase in land expansion will sventually
reath its limit snd alone cannot be expected to
"solve the prohlch,ot feeding an ever-increasing
population.
13. i? the Soviets ever expect to fulfill their promises
of a more varied and higher quality diet for thelir people,
they must invest heavily to greatly imcrease availability of
such things as fertilizers and special purpose machinery for
tilling in& harvesting corn, vegetables and other crops as
well as those required in developing their animal industry.
14. Even with a maximum effort of expanding ncrazgg
and Weavy investment in the means of production, it is probable

that the increasing population will overtake availabilities
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and the Soviets will be forced to imcrease imports of quality
foods.

SC1ENCE AND TECHROLOGY

15. Kagenovich in a receat public speech said:
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